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BACKGROUND

On May 18, 1999, the Comm ssion opened this docket to consider
requests for additional funding fromthe Nebraska Universal Service
Fund nmade by a number of rural incunbent |ocal exchange carriers
(I LECs). These rural carriers sought a nodification of our funding
mechani sm set forth in C 1628/ NUSF. (XX The
conpani es requesting wai vers
and nade parties to this docket consisted of: Arlington Tel ephone
Conpany; Canbridge Tel ephone Conpany; C arks Tel ecomuni cati ons
Conpany; Cozad Tel ephone Conpany; Eastern Nebraska Tel ephone Conpany;
d enwood Tel ephone Menbershi p Corporation; Hartington
Tel econmuni cations, Inc.; Heningford Cooperative Tel ephone Conpany;
Her shey Cooperative Tel ephone Conpany; Keystone-Arthur Tel ephone
Conpany; Pierce Tel ephone Conpany; Stanton Telecom Inc.; Three River
Tel co; United Tel ephone Conmpany of the West d/b/a Sprint;
Consol i dat ed Tel ephone Conpany; and the Blair Tel ephone Conpany.

Shortly thereafter, three additional conpanies requested to be
included in this docket, and, by Conm ssion Order entered May 26,
1999, Curtis Tel ephone Conpany, Inc.; Nebraska Central Tel ephone
Conmpany; and El sie Comunications, Inc. were made parties to this
docket .

On Decenber 2, 1999, Cozad Tel ephone Conpany (Cozad) filed a
letter requesting that the Commission permt it to withdrawits
wai ver request. The Comm ssion granted Cozad' s request and an order
was entered to that effect on Decenmber 7, 1999, thereby renoving
Cozad fromthis docket.

A public hearing was held on Decenber 9, 1999, and again on
January 11, 2000. Both hearings took place in the Conm ssion hearing
roomin Lincoln, Nebraska. Each conpany was given the opportunity to
testify in support of its waiver request. |In addition, post-hearing
briefs were filed and accepted for Comm ssion consideration

OPI NI ONS AND FI NDI NGS

The purpose of this order is to address the waiver requests of
a nunber of rural ILECs who made their requests on the basis of
"underearnings" only. It was the interpretation of a nunber of
carriers who testified at the hearing that underearnings constituted
| ess than 12 percent rate of return



Pursuant to Neb. Rev. Stat. § 86-1402 (1999), the purpose of the
Nebr aska Tel econmmuni cati ons Uni versal Service Fund Act is to "ensure
that all Nebraskans, without regard to their |ocation, have
conpar abl e accessibility to tel ecommunications services at affordable
prices." To that end, and pursuant to the policy determ nations
announced by the state legislature in Neb. Rev. Stat. § 86-1404
(1999), the function of the Nebraska Universal Service Fund (NUSF) is
to provide quality services at affordable rates, access to advanced
tel econmuni cations in all regions of the state, and to ensure that
consunmers in all regions including | owincone and those in high-cost
rural areas have access to services at rates that are reasonably
conparable to rates charged for simlar services in non-rural areas.
Mor eover, the NUSF was created to inplenent a predictable and
conpetitively neutral nechanismto preserve and advance universa
servi ce and encourage the continued devel opnent and nai nt enance of
the tel ecomuni cations structure. (2

As set forth in docket C 1628/ NUSF, the Commi ssion's Universa
Service funding fornula requires an adjustnment in NUSF support for
conpani es earning over a 12 percent rate of return. Specifically, in
terns of the permanent plan, C 1628/ NUSF provi ded:

Rate of return adjustnments will be made in the
foll owi ng manner. The actual support for an
[Eligible Carrier] with a rate of return no
greater than 12 percent over the test period
will equal its eligible support. For [Eligible
Carriers] earning a rate of return greater than
12 percent over the test period, actual support
will be the total eligible support less the
reduction in revenue required to |lower the rate
of return over the test period to 12 percent. ()

The order made the foregoing applicable to the transition period
as well. "Explicit support will be adjusted for rate of return and
rate rebal ancing in the manner previously discussed. "

Thi s | anguage has been used by parties to support the position
that the Conm ssion should adjust the rate of return over the test
period upward to 12 percent for all conpanies that are earning bel ow
that anpbunt. However, we believe the neaning of the |anguage has
been nisconstrued by the parties. This |anguage only specifies what
the Conmission will do in the event carriers earn a rate of return in
excess of 12 percent. The 12 percent figure we utilized has never
been contenplated by this Commission as a floor in which to raise
rates of return for the eligible carriers, nor do we believe the
| anguage in our order defines it as such. Moreover, this Conmi ssion
has never defined the 12 percent figure as a "target" figure. To the
contrary, as explicitly stated by the Universal Service Fund
Director, the Conm ssion is "not guaranteeing a rate of return the
way it is structured."® We therefore find the
argunent by the parties,
that through our order in C 1628/ NUSF we intended to automatically
raise the rates of return of underearning conpanies to 12 percent, is
unfounded. We further find that the purpose of the fund is not to
guarantee that carriers will earn a "universal" rate of return and



t hat conpanies nmaking | ess than a 12 percent rate of return are not
by virtue of its "underearnings" entitled to be funded to reach that
| evel .

As discussed by a few carriers, one factor in determning the
fundi ng requirement for NUSF included requests for additiona
paynents due to underearnings. However, this does not suggest that
t he Conmi ssion intended to raise each carrier's rate of return to 12
percent and we reject such argunents that were nade to the contrary.
Si nply because the Conmi ssion has prepared itself for unforeseeable
variables in its determ nation of the fund does not create an
entitlenent for such support to carriers.

A nunber of carriers argued that not raising their |evel of
support to 12 percent would be inconsistent with the conpetitive
neutrality requirenent. In our view, the conpetitive neutrality
requi renent does not denand that every carrier earn a 12 percent rate
of return.

Sone of the parties further asserted that the use of the
Benchnark Cost Proxy Model (BCPM) as it relates to non-rura
carriers, serves as a precedent and therefore the Conm ssion shoul d
use the sane analysis and guarantee a certain rate of return
However, the BCPMis solely based on the long termplan. Moreover,
while the BCPMis used to estimate support necessary to fulfill the
goal s of NUSF, it does not constitute a guaranteed rate of return
Thi s docket, and the waiver requests submtted herein are applicable
only to the transition period. W conclude, therefore, that our
findings in C-1628/NUSF as it relates to the use of the BCPMis
i napplicable in this instance and carries no precedential value for
the present waiver requests.

Upon full consideration of the argunments contained within the
briefs and testinony presented at the two hearings, we find that
wai ver requests justified nerely on the basis that the conpany has
experienced underearni ngs shall be denied. Accordingly, the wavier
requests of Arlington Tel ephone Conpany; C arks Tel ecomuni cati ons
Conpany; Eastern Nebraska Tel ephone Conpany; Bl air Tel ephone Conpany;
Keyst one- Art hur Tel ephone Conpany; and Pi erce Tel ephone Conpany
shoul d be deni ed.

We have chosen not to address all the parties in this Oder as
the nature of the waiver requests should be differentiated. her
parties to this docket will be addressed in a subsequent order by the
Conmi ssi on based on the characterization of the particul ar waiver
request.

ORDER

IT IS THEREFORE ORDERED by the Nebraska Public Service
Conmi ssion that the waiver requests subnmitted for consideration in
t he above captioned docket by: Arlington Tel ephone Conpany; d arks
Tel econmuni cati ons Conpany; Eastern Nebraska Tel ephone Conpany; Blair
Tel ephone Conpany; Keystone-Arthur Tel ephone Conmpany; and Pierce
Tel ephone Conpany, shall be, and are hereby, denied.



MADE AND ENTERED at Lincoln, Nebraska, this 6'" day of Septenber,
2000.

NEBRASKA PUBLI C SERVI CE COWM SSI ON
COVMM SSI ONERS CONCURRI NG

Chai r man

ATTEST:

Executive Director
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